
long distance at a minimum be conditioned upon an effective date

after accounting rules are in place, in the case of Ameritech

Michigan no such entry should be allowed until there has been an

investigation of ACI/Ameritech Michigan as those rules apply.

3. Diversification increases liability exposure that
inherently puts ratepayers at risk.

The insurance/liability exposure aspect of the transition

from a regulated monopoly to a market~driven environment has

received scant if any pUblic attention, even though it may

require a seismic shift in how the operations of an RBOC are

insured. At the time of divestiture the new RBOCs continued to

function as in the days of old, with a high degree of insulation

from the types and extent of liability exposure and insurance

headaches that are routine in the competitive marketplace.

In some instances tariffs, for example, sharply limited the

extent of liability the phone company faced from subscribers to

its Yellow Pages, even for egregiously inaccurate or negligently

misplaced adds that resulted in extensive and documentable

damages. In other instances, standard consumer protection and

mini-FTC statutes typically enacted in the 1970's, routinely

included exemptions for the activities of common carriers and

utilities. As a result, standard legal recourse were foreclosed

that consumers otherwise could seek when victimized by false

adverting, breach of contract, etc.

Such forms of liability insulation were justified by the

same overriding public interest principles that were the
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underpinning of the many invaluable advantages a government­

sanctioned monopoly enjoys in exchange for its carrier of last

resort and other monopoly responsibilities. Insulation from

liability also furthered administrative efficiency so that there

would not be duplication of effort between the regulatory

commission and other agencies or departments with consumer

protection jurisdiction. With deregulation and the emergence of

competition, that luxury of being insulated from the same

liability exposure faced by their competitors will no longer be

justified. The current transition is challenging.

Before potential competition was seen as an emerging force,

most utility regulatory commissions had little if any expertise

or experience in insurance practices. They confined their review

to a perfunctory determination of whether the premium amounts

paid corresponded with the amounts charged. That was, and still

is the major thrust of utility regulator involvement in utility

insurance issues.

Once forced to examine the issue in the context of

affiliates and sUbsidiary cross-subsidization, however, various

findings shed light not only on that practice but on imprudent

management jUdgments. Those findings now take on far more

significance, both because of RBOC continued rapid operational

expansion and because so many of those expansions are deep into

areas of potential high liability exposure and are far afield

from RBOCs' core business.
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Consider the escalating number of activities that Ameritech

is now spawning, each .of which inherently entails liability

exposure for Ameritech, the parent holding company of Ameritech

Michigan. A few examples are illustrative: beginning last fall

Ameritech began offering "The Signatures ~roup Tax and Legal

service Plan" to its small business customers, "offering advice

and assistance on legal and tax matters •.. access to the services

of 2300 lawyers and tax experts." The promotional flyer (See

Attachment D) says the Plan

" •.• also includes tax specialists who are admitted to
practice before the US Tax Court--an accreditation which
very few tax experts in the nation hold."

This would certainly seem to suggest that accreditation to the US

Tax Court is some indication of some particular tax expertise,

competence or experience. This was also the interpretation by

the Admissions office of the US Tax Court, who explained that no

such inference should be drawn. All that is required for

admission to the US Tax Court is for the applicant to provide

date of birth, evidence that the attorney is in good standing at

a court of local jurisdiction, and a check for $35. Is it

unthinkable that a subscriber to this plan, dissatisfied with the

assistance and advice provided by a tax expert they feel

Ameritech implicitly overstated might include Ameritech as a

defendant?
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Another Ameritech service offers to consolidate and

centralize entire school system records, including not only

grades and achievement test scores, but even more highly

sensitive information from students' counseling and medical
61records; another Ameritech operation offers security

monitoring; still another offers health care information, etc.,

It takes no major leap to anticipate litigation resulting

from unauthorized access to sensitive school records, left

vulnerable because of inadequate security; litigation as a result

of death or aggravated health problems alleged to result from

Ameritech's faulty transmission or software or its failure to

design adequate measures to minimize unauthorized access;

litigation alleging that valuable items were stolen as a result

of nonperforming security alarms, etc.

One might think that such operations and potential liability

exposure are irrelevant to the pocketbooks of the Ameritech

Michigan ratepayer. They are relevant for at least two reasons.

61 Demonstration of Ameritech SuperSchool's Administration
Center. At the "hands on" demonstration projects of SuperSchool,
Ameritech touts the efficiencies of consolidating into one central
network the various information from area schools including data on
each student from the records of the teachers, counselors, etc.,
Considerable data is sensitive including diagnoses and evaluations,
medication taken, family and emotional problems that are the
sUbject of private counselling sessions, unlisted/unpublished home
telephone numbers that are not to be provided to the other parent,
and a host of other extremely delicate information in need of
strict privacy protection with safeguards against unauthorized use.
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First, there is the above-described concern about cross­

subsidization. second~ such diversification, especially into

high risk operations, also increases the likelihood that

Ameritech and/or one of its subsidiaries may be the defendant in

increasing levels of litigation. The customers of Ameritech

Michigan cannot be totally insulated from the financial risks

associated even with operations housed in separate subsidiaries.

A catastrophic problem (or series of significant losses)

that is devastating to the financial health and/or continued

viability of any separate affiliate or sUbsidiary, may well

affect more than just the shareholders of that separate affiliate

no matter what structural safeguards have been put into place. It

is worthy of emphasis to recall that the bond rating, and thus

cost of capital of the local exchange company, is established

vicariously through the bond rating Wall street conveys to the

parent holding company (in this case Ameritech). If one of the

unregUlated Ameritech subsidiaries were to financially collapse

or in some way trigger a downgrade, it would simUltaneously

affect the regUlated SUbsidiary and ita cost of capital.

Claiming that its costs have gone up as a result, Ameritech

Michigan could cite that development as a legitimate trigger for

increasing rates. A different anti-ratepayer affect would be if

the monies diverted to capital procurement as a result of such

downgrading were monies that otherwise would have been reflected

in lowered rates.

64



Just as utility regulators have not been in the habit of

examining utility practices related to risk management, insurance

procurement, etc., neither are monopolists in the habit of having

to exercise the same insurance and litigation prevention business

jUdgment that are routine in the competitive marketplace. The

insurance-related ratepayer issue during the continuing

transition from monopoly to possibly fully competitive

enterprise, can be framed as follows: Who, if anyone, has taken

an expert look at this aspect of Ameritech's diversification, to

at least assure captive ratepayers that the risks have been

minimized to the maximum level possible using appropriately

prudent insurance procurement practices.

Neither insurance regulators nor state utility commissions

have examined, let alone taken steps to protect against the

specific and significant insurance-related concerns implicit

during this transitional period. MCF urges the MPSC to direct at

least some review to determine whether fundamental prudence has

been exercised to minimize the financial calamities that would

affect ratepayers.

VI. LeSSODS from Divestiture

o Residential customers are the last to see the benefits of
deregulation.

o Safeguards must receive as mucQ regulatory attention as
entry authorization into new markets.

o Dialing parity, permanent number portability solutions,
and other practical implication of the competitive checklist
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are key to any chance of local competition becoming a
reality for residential customers.

o Regulators must" vigorously monitor marketing and
advertising to protect consumers against deception and
distortion.

o Regulators must reject LEC attempts to have the best of
both worlds by their insistence that they receive not only
the privileges of competition but the benefits of being a
monopoly. That is precisely the goal of "rate rebalancing"
and other LEC gimmicks reminiscent of the divestiture myth
of subsidized local rates.

o Regulators must eliminate unfair monopoly revenue
streams before entry into new markets is allowed.

o Only regulators can play the needed role of consumer
education in gathering, reviewing and making publicly
available information residential consumers need in order to
perform intelligently in any competitive markets that may
emerge. That includes information about price and service
quality performance.

competitive market forces do not develop overnight and

residential customer needs are the most inelastic and least

likely to benefit from competition in the short run. In the

absence of such market forces, government protections are

essential. They must be removed only when, and only to the

extent that effective competitive market forces can take their

place. Whether the benefits of competition are ever realized by

residential consumers depends in very large part on how

vigorously regulators play their rightful role during this time

of transition to ensure that safeguards receive as much attention

as entry into new markets. It cannot be overstated that

competition will come unevenly for different cust~mer classes and

different parts of the state. "This demands that regulators give
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careful attention to and analysis of the facts of competitive

analysis and not propaganda.

Divestiture was only supposed to have affected long distance

rates and premises equipment---in both categories prices were to

go down. Dialing parity was key to any first step in meaningful

competition in the long distance market. After divestiture, long

distance rates fell first and hardest for daytime rates,

overwhelming used by business customers. The evening and

nighttime rate decreases that benefitted residential customers

were meager for years. The opportunity to eliminate the monthly

cpe charge caught on at an uneven pace as customers were leery to

risk the calamity that local phone customer employees were

trained to depict. Similarly, unbundled inside wire maintenance

became the sUbject of deceptive telemarketing and advertising and

continues to be the source of much customer confusion and LEC

manipulation. It is illustrative of the tough role the MPSC must

take in monitoring the marketing and advertising behavior of

Ameritech Michigan.

More discouraging than the slow pace of some aspects of

competition was the instant exploitation of divestiture by the

LECs. In the first few years after divestiture, the average

local residential phone rates increased 40%---far more money from

their pockets than was saved from the eliminated cpe costs and

lowered long distance rates for those families with significant

long distance usage. Divestiture became the launching pad for
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skyrocketing increases in local rates---all justified as fallout

from the breakup. Too many regulators of local service allowed

insupportable claims to take hold that there had been a subsidy

for local service (as discussed above) that now needed to be

compensated for with higher rates. Subsidy myths are back in

different packaging. But they must be resisted as well as

unjustified and anticompetitive claims for "rate rebalancing."

Safeguards and consumer protections must have enforcement

resources and a strong commitment from regulators if those

safeguards are to have any meaning.

Before divestiture even took effect, a number of decisions

deprived local ratepayers of monies that were rightfully theirs.

o local customers were deprived of the their rightful
receipt of monies for the "good will" component associated
with the phone stores that were sold at the time of
divestiture.

o local customers often ended up sUbsidizing the billing and
collection services performed for long distance customer
because the LECS did not demand and received adequate
compensation for the billing & collection responsibilities
they assumed.

o unbundled service for inside wire became illustrative of
the ability of LECs to exploit consumer lack of experience
in the decisionmaking process.

During this transition it will be important for regulators

to cut off current monopoly revenue streams that come in the form

of excessive rates as well as those that are provided indirectly

through cross-subsidization.

In addition to making price and service quality performance

information pUblicly available in a form that consumers can
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understand and use, regulators must be aggressive in prevent and

punishing deceptive and exploitive marketing practices.

vxx. Conclusion

Ameritech Michigan would have us look at the competitive

analysis as if it were an aerial photograph of the state with

Ameritech Michigan's market in one solid color. By Ameritech

Michigan's reasoning, as soon as one downward glance revealed

even the tiniest speck of a different company's color in that

market, Ameritech Michigan had demonstrated that it is in a

competitive local market. That approach is unsupported by the

language, purpose or history of Sec. 271.

MCF urges the commission to conclude that:

o It is premature to verify Ameritech Michigan compliance with
the competitive checklist.

o The local telephone market in Michigan is not competitive; the
bottleneck has not yet been eliminated.

o Holding out long distance entry authority as the incentive for
breaking up the bottleneck is essential.

o Regulators have the continued responsibility to ensure that the
needs of local residential consumers are paramount; they must not
be sacrificed for the theoretical benefit of long distance
customers.

o Ameritech Michigan's continued defiance of MPSC Orders related
to local competition compels extra diligence in reviewing its
assertions in the Submission.

o The incentive of long distance entry authority is the~
practical incentive for Ameritech Michigan to provide adequate
service quality, and to invest in the network in Michigan.

o At present, the potential benefits of increased long distance
competition as a result of Ameritech MiChigan entry do not exceed
the risks.
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o Accounting and safeguard rules must be put in place with
adequate resources and commitment to enforcement.

o It must assume its vital consumer education responsibilities as
stimulus of competition.

o It must communicate to the FCC not only its consultive
conclusions re: checklist verification, but also its concerns re:
other requirements and safeguards that are part of the Sec. 271
process.

70



But executives at other Bells said
Ameritech's move will force the FCC to
define more clearly its criteria for letting
the Bells Into long-dIstance. A clearer
definition would work to the benefit of all
the Bells, they said. Others have said
Ameritetb's fillngfalls so shOrt of the ruleS
that It wUl be dlsmlS!ied almost out of hand..
Tlle FCC has 90 da¥s to Issue a ruling
on Ameritch's request.

Ameritech's Net Climbs 38% as Profit
Before One-Time herm Increases 10%

I
By LESLIE CAULEY I

Stall Reporter 01 THE WALL STREET JOURNAL

Amerltech Corp. 's fourth·quarter ne,t
income climbed 38% as earnings before
one-time adjustments increased 10%, bol·
stered by strong demand for wireless servo
ices, enhanced phone offerings such as
can Waiting and basic telephone
hookups.

Profit for the Chicago-based regional
phone company rose to $570 mUllon, or
S1.04 a share, from the year·before 1413
million, or 74 cents a share. Before speclal
items, earnings Increased to S552 million,
or Sl a share, from $501 mllllon, or 90 cents
a share, in the. 1995 period. Revenue ad·
vanced 10% to $3.88 billion from $3.53
billion.

During the 1996 quarter, Ameritech
recorded an after-tax gain of S18 million, or
four cents a share, related to the sale of
its interest in a ce11ular telephone company.
in Poland. The 1995 fourth quarter included
an after'tax charge of S88 mlllion, or

. 16 cents a share, for work-force reductions
and related actions.

For the year, Ameritech said earnings
before one·time adjustments Increased
12% to ~.12 billion, or $3.83 a share, from
$1.89 billion, or $3.41 a share, In 1995.
Revenue increased 11"10 to $14.92 billion
(rom $13.43 billion. Results in 19951ncIuded
an after· tax gain 'o( S79 million, or 14 cents
a share, related to lump-sum pension
payments, as well as a one-time gain of S41
million, or eight cents a share, relating to
the exchange of minority Interests in cellu·
lar partnerships.

Ameritech has been spending heavily
to build cable·TV systems throughout Its
Midwest service territory; beef up Its
security·monitoring business, and prepare
for entry into the S70 billion long-distance
market. The Bell has also continued to
pour millions into promotions' for Its wire·
less, enhanced and basic services, trans·
lating Into fat operating expenses for the
quarter and the year. Analysts said those
expenses jumped nearly 10% In the fourth
quarter, once restructuring charges were
removed, and almost 13"10 (or the year.

Analysts said the spending appears to
be paying off. Sales of enhanced services,
such as caller ID, and paging customers
have Increased sharply. Year-over'year
growth In regular phone lines, a bench·
mark of a Bell's fiscal health, grew
3.4%. "They've done a very good job
of stimulating demand for new services,"
noted analyst Frank Governali of Credit
Suisse First Boston Corp.

Ameritech recently becaD:1e the first
Bell to ask the Federal Communications
Commission for permission to enter the
long-distance business and aims to begin
selling those services by midyear in Michi·
gan. Most Bells don't think Ameritech will
be successful In meeting the fed!!ral
"checklist" showing its markets- are ope'\.
to competitiQ!l, as required under new
telecommunications rules adopted by Con­
gress last year.

Attachment "A"



~ Attachment "B

Michigan Bell
""III1'lftrftNHIM'IoIir

KENNITH E. MILLARD
P/o,ldtnland Chlol Exocutlve OllicQl'

ScpteJnber 19, 1991

Detroit, MI 48202

A bill that" eritical to the economic vitality of our stato iS1\oW beforo the
Michigan Senate. It's supportod by a diverse. rapidly growing list of
orgcmizationa and leaders from around the state including the
Michigan State Chamber of Commerce and the Telephone A81'ociation of
Michiran. I hope we can count on backlng as
well.

By modornizing the state's 78-yoar-old telecommunications law, .
Substitute Senate Bi11124 would holp Michigan by stimulating the faster
introd\lCtion of new products and services, lowering long diBtance ratea,
creating·160,OOO new jobs in the next docade and maintaining
reasonably pricod, high quality phone service,

To givo you more insight into the bill, fve attached·a two-pale nows
article written by the- Gongwer News Service in Lansing on the lat.el.'t
version ot the bill. Also enclosed is a one-poge summary which our
analysts have prepared.

As is true with any piece oflegis)ation, Substitute Bonate Bill 124 has
groups with opposing viewpoints, Most uf thilS u)JPU~it.iOl\, we believe. is
inappropriate •• favoring tho. statue quo of rogulation for compcmies liite
Mh:l&&g«su Doll Alld "h'~uAllyunfoU,ertd fl'ocdom for OU)' h\ll\drodo of
.competitors.



.. 2-

I know that os (1 mattor of corporate policy, favors
markotplace competition. Shll (j Substitute sn 124 would greatl)'
incroase competition in the t...,leeommunications rnurketplaco ... and
stimulate tho many p()sitive .:'(l'ec.tt~ whial1 compet.iUon'cau8ea "Oo I'm
asking that you 8UPPO)'t it. PHd comn\unicato yOUl" support througbout

If thore's any more informatio:ll may providt;t about Substit.'Ute SB 124, I
hope you'll can mo.
Sincerely,

'Kenneth E. Millard

. '-.~'--;,

/
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•

They don't care.
They don't have to.

"

They're . ..

THE PHONE COMPANY.

By Lawrence Budd

In 1987, regulators found that Ameritech
had billed customers some $2 million for
expenses like airline tickets and corpo­
rate contributions ... Could this be a pre­
view of things to come? Does Ameritech
have your number?
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Many worry that Y1ith relaxed regula­
tion and no I~gitimate competition, Ma
Bell's aggressive successor may over­
charg~ customers, skimp on invest­

ments and crush competitors looking
for a place on the electronic frontier.

AmeriteCh is holding your keys
to the information superhigh­
WilY·

Since its creation 10 years ago in
the government's break-up of the
world's largest corporation, this
Chicago-bilsed multiniltionill corpora­
tion has gradually adjusted its focus
from customers and service to the bot­
tom line and monopoly profits. In the
coming decade, Ameritech will con­
tinue to control the lines providing
you with plain, old phone service and
connecting you with a booming

• plethora of services available in cyber­
space, the virtual frontier of the 21st
Century. With relaxed regulation and
no legitimate cmnpetition, experts
worry Ma Bell's nggressive successor
will overchilrge cllstomers, skimp on
investment:; in Ohio's telecommuni­
cations hardware nnd crush competi­
tors striving for a piece of Ohio's
telecommunicntions frontier.

Regul.ltor Ashley Brown held a
high opinion of Ohio Bell In the eMly
1980s. It was still the Cle\'c1and-based
arm of American Telephone &
Telegraph, one of the most powerful
corporations in the world, the publio.:­
utility equiv.llent of a benevolent dic­
t.l tor.

"They were slick. They knew
Wh.lt they wanted to do, but they
were n~l,lti\'ely up-front," said Brown,
a commissioner of the Public Utilities
Commission of Ohio for 10 years
beginning in 1983, the year before the
AT&T breakup..

The 1995 Kiplinger Report

Then Ohio Bell became part of the lawrence Budd is a
Ameritcch Corp. 'll~d, Br~wn says, the Cleveland native who
COmpilnY'S executives became less
nnd less trustworthy. They be£nn tl~' received his BA from
use power in ugly ways." Bowling Green University.

"They told liS what they thliught 'd f
we needed to know to do what they He was a copy 01 e or
wanted us to do," s"id Brown, now The Washington Post and
doing utility policy work ilt the a reporter for several West
Kennedy School of Government nt ..
Harvard University. Texas dailies. Most recent-

"They became less and less con- Iy, he worked with the
cerned wit~l local cOl~cerns and more Elyria (Ohio) Chronlcle­
i'lnd more mterested In whilt the cor-
por"te llluckety-mucks in Chic"go Telegram where he won
si'lid. Sometimes they were just n.lt awards for his investigative
dishonest." . . I

The shift from \\'.um-illld-fuzzy reporting. ThiS p ece
M" Bell to the cost-CUlling i'lg~ressive- appeared in a different
ness of Al~1eritech hlls resul~ed in form in the Columbus
poorer SCfVlce, but i'I f.l11er profit m.n- .
gin. In f"ct, Ameritech now t.lkes Guardlon. Lawrence can
pride in billing itself as "the most cffi· be reached at
dent" Baby Belt. In other words, 102741347S@C S rve
Ameritech, which illre.ldy h"s sl.lshed . ompu e
10 percent of its employees, squeezes .com.
more work out of employees who ©1995 Lawrence Budd
h.wc survived the Ii'lyoffs.

"Ohio Bell Wi'lS known for provid­
illg qu.llity service," Bwwn si'lid.
"Ameritech C<1l1lC to mCilsure progress
by how m"ny people they fired. Th,lt·.
WilS their vic\\' of hum,ln progress."

Brown's expcriences with
Ameritech, the monopoly pro\'ider of
telephone service to most Ohio,1ns,
jibe with the findings of a nine-month
investigation focusing on the Ohio
phone company's operations.
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AmoIlg the findings:

1. In one regulator's words,
Ameritech's response to customer
calls has gone "in the toilet:' For the
past two years, some Ohio customers
have had to wait hours, days, even
weeks for Ameritech to answer cus­
tomer calls - even though jt is
required by law to answer nine of.10
calls in 20 seconds. The PUCO, which
fined the corporation $30,000 early
this year for failing to answer its
phones, recently settled with the com­
pany after a full-blown investigation
found a general deterioration in
Ameritech's service. The company
agreed to more than $250,000 in cred­
its to customers and promised to
invest $41 million. Ameritech also
faces up to $690,000 in fines by the end
of the year, unless it meets state stan­
dards for repairs and installations ­
and answerin,g customer calls.

2. Despite state and federal regula­
tions, Ameritech has not only charged
customers in the five-state region
higher and higher rates, but also for

,expenses which should have been
paid by the company or its stockhold­
ers, such as $30 million for unused
office space at corporate headquarters
in Chicago and air fare to Dublin,
Ireland. To settle its most recent run­
in with government auditors, it agreed
in July to pay $675,000 and "make seri­
ous and substantive changes" to its
book"eeDmst;'Yr -

: ~:~"~:~~.~~~1'.'-.
.. "I·';·\t{"~·'::~~"".l'·.~\~·

3. L,st year, Ameritech hired away
a kcy Ohio regulator at the height of
the casc that would set the ground
rules for relaxing regulation of phone
service in Columbus, Cleveland and
the rest of the company's territories in
Ohio. The employee, who at public
expense developed a national reputa­
tion, sat useless in PUCO offices and
collected about 510,000 in salary from
the state. while Ameritech and an
upstart competitor conducted a bid­
ding war for his services.

4. I.~. I9Sa, Ameritech representa-
,.-~,.. :_.~. ;~.':
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tives dominated political machina-
tions that led to the passage of the
state law that allowed the company to
takl[! the first steps toward deregula­
tion in January. Originally called "the
most difficult and controversial bill
that we will deal with" by a key legis­
lator, a compromise version was
passed in three days by a lame-duck
session of the Ohio Legislature. A pro­
vision of the bill giving Ameritech
"veto power" comprotnised negotia­
tions in the January case, while anoth­
er granting it an "exclusive franchise"
in its territories has slowed the
progress of ~spiring competitors.

What does this mean to you, the
customer with little choice? A monop­
oly without competition or strict regu­
lation naturally charges more for its
products, while prOViding fewer
options. It is less likely to invest in
new technologies, until it has"
squeezed the last dime of value from
existing equipment. Rather than
improving the product, the company
can reinvest its monopoly profits in an
advertising blitz or overseas ventures.
You may find yourself steering along
the information superhighway in an
overpriced, technological Edsel. And
service, an Ohio Bell tradition, could
become a victim of the bottom-line
mentality at Ameritech.

Ameritech Puts Ohio
Customers On Hold

A ll Dick Butterworth needed
when he called Ameritech in
December 1994 was the rou­

tine relocation of two telephone lines.
including one for his wife's home
office. He left a message and waited
for a call back. He waited, and ......·aited.
and waited.

"It was a shocker," said
Butterworth, a long-time customer
used to quick responses.

It wasn't as if Butterworth had
called a private company expected to

Ameritech

cut costs to maximize its bottom line.
By Ohio law, an Ameritech employee
has to answer 90 percent of customer
calls in 20 seconds;

"1 waited. I figured someone Wi\S

going to call," said Butterworth, a
Columbus man o",'erseeing the addi­
tion of a room to his Columbus homl'.
"They never did."

Two weeks later, Butterworth
called and was put on hold again. He
hung up, but called back early the next
morning determined to speak with il
human being and reached an
Amcritech representative who sched­
uled the work. Eventually, both Iin~s

were relocated and his wife was able
to get work done for her employer ­
Ameritcch. Butterworth's case ""'.1S

hardly an exception.

Por two years ending in eClrly
1995, Ohio's lingest phone COI1\­

pany fCliled more often than it
met minimum quality st,lI1dards for
answering customer calls, aff~cting

millions of customers. Ameritech Vice
President James Smith dismissed the
service problems as "bumps in the
road." It was more like a compktc
brcllkdown. And the service problems
contimled - and multiplied - later in
the year.

In three of the four months ending
1994, Ameritech failed to answer
about half - or 1.2 million· of its cillls,
in the required time. The' statistks,
kept by Ameritech, would have .been
even more damning, except the com­
pany counted among its successes
callers who hung up before a comp,1ny
representative camc on the line.

From April 1994 to April 1995, 548
Ameritech customers were tich'd
enough to pick up the phone ng,1in
and complain to the PUCO. "It \\,il,. i\

1,eeO-fold increase for us," said Ric\.;
Reese, who works in the ruco publiC
interest center which handled the
complaints. (His first experience with
Ameritech's poor service was as" Clb­

tomer forced to hold for long periods
on several occasions before arranging

The 1995-Kiptinger Report



Lawrence Budd

~o have a second phone line installed
for his home computer.)

For more than a year, while nego­
tiating with Ameritech over relaxing
regulation rules, the pueo tried to
convince the company to meet the
standards without taking any formal
action. In late 1994, the commission
again asked the company to comply.
Ameritech countered with a request
for a four-month waiver.

Ameritcch, its response time "lit­
erally in the toilet," according to
pueo compliance manager MichC\~1

Weiss, hC\d the chutzpah to push the
envelope further, to nsk the commis­
sion not only to allow, but sanction,
another four months of substandard
service.

"For us, thnt was the Inst straw,"
Wciss said.

T he reason for the terrible service:
Ameritech cut almost 7,000
workers in 1994-95, including

many customer service representa­
tives who took C\n early retirement
buy-out. At the sC\me time, the com­
pany switched computer systems,
requiring even the most expert repre-

• . Isentahves to eave customer service
phones for hours of training.

Weiss and the PUCO were not
amused. "It was the customer suffer­
ing here," he sC\id. "Ameritech had all
the capabilities to plan this conver­
sion."

The PUCO investigC\ted and
found Ameritech had violated basic
service standards. The PUCO could
have fined Ameritech, which reported
$12.5 billion in revenues last year,
Sl,OOO a day, or about 5500,000. But
the ruco fined the company only
530.000, provided it met state stan­
dards by Murch 1995.

"It sounds like a drop in the buck­
ct." said Lyn Galli, a Hilliurd, Ohio,
housewife who complained to the
PUCO. She waited three days to
change the security code on her long­
distance service after responding to a
company £Iier explaining how simply
she could make the change.
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Weiss acknowledged $30,000
lacked any financial sting. In a week,
Ameritech's chairman earns as much
in salary and bonus - not including
stock options and other compensation.

"The punitive damage is the bnd
press," Weiss said. "That's what they
don't want." But the bad press was
minimal. The commission did not..
announce what Weiss cillled an
"unprecedented action." .The
Coll/Illb//s D;spatcll ran n short, superfi.
cial story on nn inside page. There WilS
little coverage elsewhere in the state.

Am·eritech o(£icinls downplnyed
the entire episode, chillking it
up to the comp.lny's push to

upgrade its technology. Vice President
Smith likcncd the problem to building
a !lew highway. "Traffic slows down.
Dut when the orange burn~'ls go down,
everybody'S happy." In filct, the com­
pilny hns cut spending on technology,
while upping its advertising budget.

For a few months, Amcritech
mannged to ilnswer its customer ser­
vice phones. But in August, the PUCO
begiln another investigation of
Ameritech's shoddy service, after
finding the compnny wns not only fnil­
ing to nnswer its phones, but missing
repair and instnllntion appointments
ilnd signing up customers for services
they never ordered.

Ameritech offered to hire 500
workers and spend $41 million to cor~

rect the problems. In October, the com­
pany and the PUCO re<lched a ~ettle­

ment. Al11eritec:h ilgreed to offer $5
credits to 51,000 customers who were
without phone service more thnn three
dilys ilnd $45 credits to 370 people left
out of the phone book. The comp.lny
nlso f<lces up to 5690,000 in fines,
unless it meets state st"ndards by the
end of the year.

The PUCO's Weiss proved to be
psychic. Asked in early 1995 if he was
concerned service problems might
persist, he said, "It could very easily
come up again."

And the enforcement strategy
taken by the PUCO, a sliding scale of

fines based on returning to compli­
ance by January 1996, suggests contill­
uing suspicions that Ameritech might
othen....ise continue to let customer SlT­

vice slide. After all, what choicl' d l \

customers have?

Hove You Financed
Ameritech Ventures in New

Zealand and China?

For yenrs, regulators and ll'll·
sumer advocntes hClve fl'\Illd

instances of Amcritech P')""lllc:
Oil to you and other customers ex pl'! \,.

es that should hnve been covcrl'd 1,\
the company or its stockholder~.

"If it weren't legal, it would I",
called money laundering in any 1l1",'1

context," said Kilthlecn O'Reilly" (I \11

sumcr nttorney involved in thl' Ii 1,(

mnnngement nudits attemptin~ III

spot the i'lccounting shenanigi'ln:-;.
Dy shifting costs to the 10cnll'I \I Ill,·

company and profits to subsidi'lIll"
beyond i'l regUlator's full Yil'\\,

Ameritech Clnd other Baby Bcll~ llllll,1

subsidize foreign investments in ~t'\\

Zeillnnd or Chinil, or speculative 1.1\,,1
dei'lls like the now-bilnkrupt mullil11il
lion dolli'lr plan by actress h:111\

Basinger to develop a tiny to\\'11 \11

Georgin. (In fi'lct, pension-plan (\Ill, I'.

which i'lr~ factored into your I'h"ll'·
ra les, were used to underwri tl' I" I'

loser.)
In July, the Fl'd,·r,ll

Communications Commission .1rlol
Ohio and Wisconsin rcguI.11''1'
rc"chcd il deill with Amcritech, l'1l,i 111'

iI two-year wait for findings ('/ ,\ I

nlldit of 1992 trilns(lctions betwl'l'll 'h,

loc(l1 phone comp;mies (lnd Aml'IIII , i

Services. which provides suppl1rl " :
vices to Ameritcch's loc(ll phone ,'\1

p"nics in Ohio, Illinois, Indl.1:
Wisconsin and Michigan. Anwllk.
agr~~d to PilY 5375,000 to the k,k
government, 5200,000 to Ohill ,1

5100,000 to Wisconsin and makl'·~·

OU5 and substantive changes" 111
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I
WiS 0 sin regUlators in

~~.\P.>atl

~!.l988 ound $33.6 million in .
j~ .. es ionable expenses
~6'e een Ameritech's cor­

porate headquarters and
its subsidiaries. •

ookkeeping. In exchange, the regula­
tors agreed not to take further enforce­
ment action against the company.

Often unable to follow the paper
trail required by the FCC rules, regula­
tors were forced to rely on interviews
with Ameritech officials. Still they
found Ameritech Services had
improperly billed the local phone
companies. ASI had leased unused
office space at Ameritech's corporate
headquarters in Chicago - a $30 mil­
lion expense to you and other cus­
tomers. Phone
company
employees were
trilnsferred to
ASI, which audi­
tors said could
hilve il "signifi­
cant impact" on
the portion of
employee costs
included in your
phone riltes.

Ameritcch insists it complies
with rigorous state and federal
bookkeeping regulations.

I"towcver, il Fcbruilry 1993 report by
the Generill Accounting Office found
the FCC lilcked enough auditors to
ensure thilt phone compilnies follow
the rules. Its 14 auditors could cover
illl seven Bilby Bells only every 18
ye,1rs, while federal laws allowed no
penillties after five years - and
Congress plans to cut $40 million and
150 FCC workers over the next year.

Those audits handled by FCC
iluditors found 5300 million in ques­
tionilble chilrges, the GAO found.
Double-checking work done by pri­
\·"te ilccounting firms, the FCC foulld
"nother 5130 million in mi~takes. Even
with more auditors, "We ciln't do 100­
percent assurilnce," ~ilid Ken Moran,
chid of the FCC's m,1n,1gement audit
di\·ision.

In 1987, reguliltors from Ohio,
\'isconsin, Michigan, and Indiana,

iOund Ameritech Services had billed
customers about 52 milliqn for expens-
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es including: air fare to Dublin,
Ireland, for a trade show, a contribu­
tion to the National Urban League, a
co~pany exhibit at the Pan Am

. Games, golf tees, a bar tab and gifts
such as pens, umbrellas, polo shirts
and orientation tapes about
Ameritech's Chicago headquarters.

Their interest piqued, Wisconsin
regulators returned in 1988 and found
$33.6 million in questionable expenses
between Ameritech's corporate head­
quarters and its subsidiaries: $13 mil-

lion for advertising, $8 million for
salaries and wages and almost $1 mil­
lion for its fleet of French jets and
hangars.

And in 1993, before the FCC went
public with the most recent audit,
Illinois regulators found Ameritech
charged almost $79 million in improp­
er expenses to local customers there.

Even the most expert regulators
acknowledge it's virtuillly impossible
to spot all the questionable expendi­
tures in the pages of financial data
describing transactions between a
Baby Bell's numerous regulated and
non-regulated subsidiaries. "It's like
finding a needle in a hilystack," said
Jose Rodriguez, the FCC's chief audi­
tor.

Some silY these audits barely
. scraped the surfilce. Earlier this year, a

New York telecommunications analyst
produced a report estimating the Baby
Bells had overcharged customers by
575 billion since the AT&T break-up in
1984.

In five reports spanning 1,000
pages, analyst Bruce Kushnick esti­
mates Ameritech and its siblings, sup-

Ameritech

posedly held to fair profits through
regulated rates, could have grown into
some of America's most profitilble
companies only by overcharging locill
customers. Kushnick's report more
than doubles a Consumer Federation
of America report accusing the Bab:'
Bells of 530 million in overcharges.

On the contrary, says Ameritech
Vice President Smith, the compiln~'

has act~lillly reported a loss in the Pil~t

two yeilrs. "Regulators h,\\'e looked ilt
the eilrnings and decided they arl'

"ppropria te."

A Star Regulator Uses
the Revolving Door at

the Worst Possible
Moment

P
or years, Kurt Wesolek ha~l

considered leaVing thl'
PUCO for iI more lucrative

job with iI telephone company. He hilL!
a wife and young dilughter to providl'
for and il highly milrketilble and spe­
cialized expertise he hild developed
while on the stilte pilyroll. He chaired
a regionill pilncl of reguliltors creilteL!
to monitor Ameritech and was niltiol1­
ally recognized ilS iln expert in long­
distance ilccess issues, which Me key'
to the ongoing rcl,1xiltion of regul,,·
tions thilt, since their creation, had
barred the Bilby Bells from offering
long-distil nee service.

One supervisor referred tll
Wesolek as a "stM." Another remem­
bered him ilS il key member of the
commission's te,1m of reguliltors eVil 1­
uating Ameritech's proposal to switch
from trilditionill r,1te-b.lsed regul"tion
to an altt:rth1ti\'e form giving the com­
pilny th~ fr~edom to eMn unlimited
profits ill some arC,lS, while freezing
rates in others. So it was especiillly dif­
ficult when Wesolek rc\'eilled to the
PUCO in june 199-!, a year into thl'
deregulation negotiations, that he \\'<\5

talking \\'ith Ameritech about a job.
"He was pulled from everything
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.'\e was working on," said Kerry
Stroup, the PUCO's telecommunica­
tions chief. "It was frustrating for me.
I relied on Kurt for his expertise."

A
bout 20 companies and special
interests, from the American
Association of Retired Persons

to the Legal Aid Society of Dayton,
were involved in the case. Wesolek
had written several pages of the staff
report. Before announcing his job
hunting, he had been scheduled to tes­
tify for the stute - against Ameritech.

"He left me in the lurch. We were
in the position of having to do a lot of
catch-up," Stroup said. While his co­
workers scrambled to lenrn his spe­
ciulty, Wesolek sat in commission
offices, serving only as a resource for
his lnst-minute replacements.

"This was the biggest case we'd
hOld in several years. This happened at
the most inopportune time," Stroup
snid. "Whether Ameritech did this for
some devious corporate strategy, I
can't say. I can't stop and think about
it."

Wesolek, a $20/hour employee,
'wns paid about $10,000. The wait wus
extended, when Time Warner, a com­
pnny wanting a piece of the Ohio mnr­
ket, entered the bidding for Wesolek.
"He wns in the enviable position of
plnying one entity off against the
other," Stroup said.

In September 199-1, Wesolek went
to work for Ameritech. Under state
Inw, Wesolek is prohibited from
appenring before or filing any docu­
ments with the PUCO for one year.
However, nothing would have
stopped him from immedintely work­
ing behind the scenes against his for­
mer employers nnd the interests of the
telephone customers of Ohio.

Wesolek told his PUCO supervi­
sors hc had bcen approached by
Ameritech, Ohio law prohibited him
from talking to them first. However,
scveral PUCO officiafs said he hOld
been shopping the telephone compa­
nies for jobs for several years.

Ameritech officials say they're
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sure they approached him. Wesolek,
who commutes on weekends between
Ameritech's Chicago headquarters
and his Columbus home, isn't talking
about it. Reached by telephone, he
said "I'm too busy to go into depth
right now." He agreed to later do an
interview, but never honored this
agreement.

The Ohio Ethics Commission, the
government institution charged with
reviewing ethical questions involving
commission employees, nc\'er looked
at Wesolek's case. It was handled
internnlly. "There wns no case. This
huppens 'every duy," SOlid Steve
Nourse, an attorney in a section of the
Attorney General's Office serving the
PUCO.

To an extent, Nourse is right. Jon
F. Kelly, a senior Ameritech
attorney, sat on the regulutory

commission from 1981 to 1983. And at
leust four other former commissioners
or staffers represented industry inter­
ests in the Ameritech deregulation.,
case.

But Ronnie Fergus, Wesolek's boss
and telecommunications chief before
her appointment to the commission in
enrly 1995, said Wesolek was only the
second employee to resign from her
stuff.

Some experts tuke a harsh view of
such cases and the inndequncy of
"revolving door" laws supposed to
protect the public interest. "It's god
awful," said Nicholas Johnson, a for­
mer FCC commissioner now tenching
at the University of lown Inw school.
"It gives a bad perception ns well as n
bnd ren1ity. Perception is often more
importnnt thun re"lity."

This fall, Wesolek will be free to
represent Ameritech as the PUCO
wrestles with ruJes governing compe­
tition nnd other hot telecommunica­
tions issues. This time, he will be tak­
ing the company's side, potentially
opposing the interests of Ohio con­
sumers.

Wesolek once aspired to politics.
Perhaps he will someday hold an

elected office in Columbus, much lih'
a fom,er Ohio Bell employee, D~'.ll)

Conley, the Ohio representative \\"111)

sponsored the state telecommunk,)·
tions dereg~lation bill in tlw Ohi,)
House of Representatives.

How Ameritech Used
Political Influence to Legalize

Its Interests

Since lenving his job at Ohill lhol\.
Denn Conley had becom~' ,11\
influential state legislator ;'\11d

chairmnn of the House Ways nl1d
Means Committee. At one tim~', hv
wns touted as the next Ohio H"ll""
Spenker. Conley was ill the p~'rfl"ll

position in 1987 when comp\\IlY rq'!,"
sentatives and Thomas Chelll.1, lill'
ambitious chairmnn of the PUC( l,

asked him to sponsor Ohio's lL'k·
phone deregulation bill and shcpl1l'l d
it through the House.

Jnckie Bracken, a lobbyist for I hl'
Ohio Consumers Counsel CIt thc tin)",
s"id she found a natiOni'll putlcrn \II
Bnby Bells cultivating employces III

different st"tes to push legisl.1liPII
favoring the companies' deregul.1l illil

bids. Conley s"id his was a pcrsll11.d
choice. Asked why the COIll!',1Il1
appronched him, rather than I IIHI',,'

Utilities C1lC,irm.m Frank Sawyl'r, ht'
snid, "I used to carry a lot of renl dilll
cult issues." Snwyer's wifc ,11 ... "
worked for nnother telephone COl11l"\

ny.
Across the nation, states \,','\,'

deregulilting telephone service, " kl'\
pl;mk of the still vitnl RenSiln f'l.l'
form, Nonetheless, other tekpht 111'

companies, long-distance carriers ,111, i

consumer advocates were skeptic.11 ("
the original bill pushed by Amcritc'c!
representatives at Ohio Bell.

"There were a lot of differel\(~" ()
the bill," Conley said. The Legisl.,: 1I:'

wns also heading into an election yLW

After a couple of committee he,ll·
ings, the bill officially languished i, I~
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18 months. Behind the scenes, Chema,
Nho later headed the Gateway Corp.
in Cleveland, and Amerltech dominat­
ed private negotiations that resulted in
a compromise version giving the
PUCO broad powers to deregulate
markets and including provisions that
satisfied several of the bill's detractors.

The compromise version resur­
faced in mid-November 1988, after the
general election had sealed the fate of
Ohio's 117th General
Assembly, for better or for
worse. To this day, Conley,
now a lobbyist, and Sen.
Richard Finan, who spon­
sored the Senate version,
insist the bill received a full
public airing. But state
records show rewritten
versions of the bill Sawyer
described as "the most dif­
ficult and controversial bill
thnt we will deal with in
this session," were
approved by the House
IIld Senate in three days.

Ohio Consumers
Counsel William Spratley
lcd a frantic counterattack,

ibarnstorming across the state to urge
newspaper editors to oppose the bill
on their opinion pages and blasting it
and its supporters at the Statehouse
itself.

Spratley next appealed to Gov.
Richard Celeste for a private
meeting. He had been one of the

governor's favorites, In April 1987,
Celeste presented Spratley with a spe­
ciill award during a celebration of the
10th Anniversary of the Office of
Consumers Counsel, which Spratley
h.1d opened.

"AII Ohioans can take pride in the
work of Bill Spratley in leading acc
through its first 10 years," Celeste
s;1id,

B
ut in December 1988, Celeste
chose to rely on Chema's judg­
ment and signed the bill. "They
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rammed it through," said Spratley,
who later resigned after the
Legislature, stinging from his attacks,
threatened to gut the O~C's budget.

-Celeste was convinced by
Chema's explanation that Ohio would
otherwise fall behind other states, said
Pari Sabety, Celeste's chief gubernato­
rial aide and now his partner in a con--,
suiting firm.

"To compete, we had to keep up,"

Sabety said, denying Ameritech lobby­
ists influenced the decision.

To promote this bill, Ameritech,
still known in the state as Ohio Bell,
paid nine lobbyists, And from 1986 to
1988, it dumped about $44,000 into a
campaign fund manilged by
Democratic leaders in the House and"
Senate. Finan and other legislative
leaders were slammed in a series of
articles in the Akroll Br.:aco,,-/ollrl/a/
detailing how Ohio Bell employee
contributions wound up supporting
campaigns halfway across the state,
Ameritech later set up a political
action committee which legally fun­
nels employee contributions to key
legislators.

In the past four years, Ameritech's
federal political action committee has
made more than Sl million in dona­
tions to Congressional campaigns.
Not surprisingly, the House and
Senate passed bills this year that

Ameritech

would allow Ameritech and the other
Baby Bells into long distance, cable TV
and manufacturing - areas forbidden
since the AT&T break-up - despite
warnings from skeptics, including
President Clinton, who cautioned
against giving the phone companies
too much power. Still, a compromise
version written by a joint congression­
al committee is expected to become
law this fall.

Ameritech vice pres­
ident Smith defendl'd
his compi1ny's nggn>­
sivc and expensi\L'
lobbying and Ciln1­
pilign contribu tion ~

"\Ve have more \\'011-­

to do," he said.
In 1988, Ohio legi,,­

li1tors were gearing 11~)

for upcoming ele\.'­
tions and welcomin~

contributions fro 111

wei1ltlly special intel-
csts, such ,'IS

• Ameritech. Chema's
interest in passing th\.'
bill is less clearly sell­
ish, although a 1i1\\'

firm in which he W.:lS.:l p.:lrtncr contin­
ues to co1lect fec5 to represent illl
Ameritech .:lffili.lte before the PUCO

Almost seven yeMs nfter the Ohi"
telephone dereguliltion bi1l, Sen. Finill\
still gets riled .:It suggestions th;t(
Ameritech contributions to legisli'\tors'
campaigns resulted in special fnvor~

"If we're going to tillk about camp.ligl1
contributions, thc conversation's
over," he s.:lid.

Finiln illso bristled nt the sugges­
tion thilt the Ohio Legi51.lture did ,1

shoddy job in its 1I.1ste. "Th.1t bi1l diel
as much ilS it could do considering lh,
political climiltc ill lh.1l time," he s;1id

But critics s.1\' the bi1l bolster"
Ameritech's position, Competitor'
point to a cl,1usc providing Amerikch
and other Ohio phone companies all

"exclusi\'e fr.1nchise," \\'herever the:
have been doing business. Althougr'
Ameritech has \\'aived the provision,
companies such as Time Warner arc
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ensure (lh'
tomers don't hl'!
soaked, Strulll'
s<lid. "If llll'
informiltil'll
shuts d ll\\ 1\,

that's not in 1l1\

interest."
AmcrilL'ch "

Smith respl1lhl­
ed: "We'd likl' I"

have a bl'lll'r,

more open I'd.I'
tionship willi
the commissi\lll
It's a very strl'~'··

II

ful environment."

Stroup hopes thllt co.mpanics slIl·1i
as Time Wilrner and MCI will h,'
able to break Ameritech's grip 1I11

the market, forcing the monopol y I"

lower rates; improve services .11,,1

offer choices.
"The Legislature has SpOkl'l l

Wc're in a position of trying to m,1ke II

hi\ppen," Stroup silid. "Until Wl' l.W

cr,1ck the milrket, Ameritech is ill ,I

position of power."
. "They've got a lOO-year stnrt .11h I

"lithe customers," he said.
And a firm grasp on your k('y~ I,

the information highway, the te(hlh'
logical trail leading into the 21st Cl'n
tury.11i

market. Meanwhile, Ameritech (,11\

take advantage of the lack of compl'ti­
tion • possibly compromising sen·I,·l·
and charging high rates to customlT~

with no alternatives.
"With that comes the ability tll

abuse the system," Stroup said. TI1<'
commission staff is checking pl1ll11l'
rates to prevent Ameritech from ('\'vr­

ch<lrging, Stroup said.
But the PUCO must be card ll! I"

stllY on open terms with Ameritl:l-h 1I1

risk the COlll f'.I'

ny blockill h
access to fill,lll'
cial inform.1lillll
needed 1"

little choice but to st<ly with
Ameritech.

Ameritech has illw<lys 1"1d its crit­
ics. But only recently did the PUCO
itsclf publicly chi\stise the compilny
for its caHous ilttitude.

"Senior milni\gement in Cleveland
ilnd Chicago ilre directed to m<lke the
neccssilry ilttitudinill and structurill
chilnges in the compi\ny's rc1,1tionship
with the Commission ilnd its stilff so
ilS to ensure th,1t this plc1n works
smoothly for illl concerned," th~ com­
mission wrot~ in il Sllmt1\ClrY of the set-"
tlement of th~ d~reguliltioncase.

As the PUCO's tdecoml1lunicil­
tions chief. Kerry Stroup is charg~d

with keeping Ameritech in line, at
leilst until competitors get into the

both worlds. You are allowing them to
keep their monopoly position and
begin pricing flexibility," Royer said.

. While the PUCO wrestles with
problems, such as whether you can
take your number with you to a new
company, competitors are faced with a
dilemma. "If you W<lit until all these
things are resolved, you're talking
about years down the road," Royer
said. "They'll be so entrenched." In
other words, you could wind up with

..~r"'''~-i='·~~_: .:....~

~~.t~gYR; h~pes that cOl')1panies
?~~$?,t1:;~s Time Warner and Mel
~WIII}p~ able to break
lot· .. ·.: '. ~' ••~ ...." .' •

"A'm'e'ritech's grip on the mar-
ket, forcing the monopoly to
lower rates, improve services
and offer choices.

The Prospects for
Competition

A s a key assistant to PUCO
chairman Chema, Barth Royer
took part in the private negoti­

iltions thilt led to the 1988 deregulation
bill. Today Royer works <IS an attorncy
for MCI Metro, <I subsidiary of the
nation's second-largest long-distilnce
company, 'which "'ilnts to compete
with Ameritech for local phone cus­
tnmers.

He says the lingering problems
with the law <lnd the PUCO's decision
to relax regulations before there W<lS
competition hil\'e hilmstrung his com­
':'!'1ny's ability to offer OhioClns phone
-,en'ice at lower rates.

"You give Ameritech the best of

worried it may be used to unfair
advantage in future negotiations.

And insiders say Ameritech
wielded a "veto power" provision ­
criticized in 1988 by Spratley and
declared unconstitutional in Utah· as
a powerful hammer in negotiations
ending early this year that relaxed reg­
ulations in Ameritech territories.
Smith called the veto power provision
"a check and balance in the system."
But others who negotiated with the
company say it would never
have relented to dropping
bilsic rates, except for $92
million it had been caught
overcharging customers in
1992-93. .

Until the law is
ch,lllgcd, Ameritcch can
operate more frec1y, making
profits without limits for
some services and charging
you and other customers
the uppcr end of price­
:ilpped rates for others. It
could be years before com­
petitors can get in the ring
with Amcritech, forcing it to

,lower ratcs.
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Introducing a

professional tax & legal assistance
plan for less than $5 aweek.

Plus get your first 30 days FREE!

Attachment "D"

Call 1-800-295-2707
now to receive
your first 30 days
FREE

As a Plan member, you'll
receive the most commonly
required tax and legal services
at no additional charge. What's
more, you \\ill be entitled to
many other services at
substantial savings.

Save on Business
Management
Services

Remember, there's no obligation and your coverage
begins the moment you're registered. To begin your
FREE 30 day trial, just sign and return the enclosed
reply form. Or call toll-free at 1-800-295-2707. Please
respond by December 31, 1996 to begin saving
immediately. Sign up today! Then, whenever you need
professional tax and legal information, recommendations
or assistance, just pick up the phone and let the Plan
professionals start working for you.

Your tax and legal issues will be responded to within 48
hours. Any matters you discuss are handled with the

strictest of privacy and
confidentiality.

Eump1eI ofSenic:es Incladed In S19.95 Monthly Fee:

For only 19.95 amonth, you'll
have access to 2,300
attorneys and accountants. Attorneys in the network
have an average of 14 years of legal experience. The Plan
also includes tax specialists who are admitted to practice
before the US Tax Court - an accreditation which very
few tax experts in the nation hold.

Every accountant and attorney in the Plan
undergoes a thorough screening process. To ensure that
Plan professionals are responsive to your needs, The
Signature Group monitors their performance regularly.

Your tax and
legal questions
answered promptly
and professionally

Ameritech Small Business S..ervices knows you face
challenging tax and legal issues every day. Chances are,
you pay hundreds, even
thousands of dollars for the
professional assistance you
need. That's why we would
like to help you figure out an
affordable alternative that
doesn't sacrifice quality or
convenience. Ameritech
Small Business Services is
pleased to introduce The
Signature Group Tax &
Legal Plan.

~ite~~

Membership Enrollment Form .

DYes!
I want to enroll in The Signature Group Tax and Legal Services Plan y,ith all
the benefits and serVices described in the accompan)ing materials. Please
send me my complete membership kit including the name and phone
number of the nearest Plan Attorney. I understand that the monthly
membershin fee of iust $19.95 \~ill be char2ed to me on mv Ameritech



Michigan Consumer Federation
115 W. Allegan, Ste. 500
Lansing, MI 48933

Kathleen F. O'Reilly
Attorney at Law
414 "A" Street SE
Washington, DC 20036

Date: January 31, 1997

Respectfully submitted,

MICHIGAN CONSUMER FEDERATION

Its Counsel



STATE OF MICHIGAN
BEFORE THE PUBLIC SERVICE COMMISSION

,In the' matter, on the Commission's own motion,
to cOnSider'Ameritech Michigan's compliiUlce
with the competitive checklist in Section 271
of the Telecommunications Act of 1996.

)
)
)
)

-----------------)

Case No. U·III04

PROOF OF SERVICE M1CHi,GAN PUBLIC SERVICE
FI LED

JAN 3 1. '1997
)
) ss
)

COMMISSION
The undersigned, being first duly sworn, deposes and states that he served papers as

follows:

COUNTY OF INGHAM

STATE OF MICHIGAN

1. Document served: Comments of the Michigan Conswner Federation Related
, to Submission of Information of Arneritech Michigan.

2. Served upon: See Attached List

3. Method of service: First Class Mail, except Hand Delivery where noted on
Attached List

4. Date served: January 31, 1997

L~.~S/~
Subscribed and sworn to before me this 31st
day of January, 1997.

rtI.~ol ~~ lli~
Cy thia L. Cundiff-Cross, tary Public
Clinton CoUnty, acting in Ingham County, Michigan
My Commission Expires: June 18,2001


